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SUB J : FINANCING FOR TRANSGABON RAILROAD 

COMMERCE FOR STEPEN CONGER 

REF: LIBREVILLE A-109 OF DECEMBER 8, 1973 (NOTAL) 

1. SUMMARY. GABON'S RAPIDLY INCREASING OIL PRODUCTION 
AND REVENUES, PROJECTED ADDITONAL INCOME FROM TIMBER, 
AND WELL-CONCEIVED FY 1974 BUDGET ARE LEADING FACTORS IN 
JUDGMENT THAT GOG CAPABLE OF SUSTAINING CURRENT TOTAL 
DEBT OF APPROXIMATELY DOLS 300,000,000. GABON TAKES HEALTHY 
VIEW THAT ONE MUST SPEND MONEY TO MAKE MONEY. TO NOW 
FINANCIAL MANAGEMENT SEEMS APPROPRIATE FOR CONTINUING 
FISCAL VIABILITY AND GABON'S EARNING RECORD AND 
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PROSPECTS SUPPORT VIEW THAT COUNTRY HAS ABILITY TO 
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REPAY CREDITS EXTENDED. END SUMMARY. 

2. EMBASSY BELIEVES IT USEFUL TO TRANSMIT FOR BENEFIT 

OF VARIOUS WASHINGTON AGENCIES AND PROSPECTIVE INVESTORS/ 
CONTRACTORS AVAILABLE DATA ON GOG DEBT, OIL PRODUCTION, 

AND 1974 BUDGET AND REVENUE PROIECTIONS TO ASSIST IN 
EVALUATING ABILITY OF GOG TO SAFELY SERVICE ITS EXTERNAL 
DEBT. 

3. GOVERNMENT DEBT: BEST ESTIMATE OF TOTAL CURRENT 

GOG GUARANTEED DEBT IS DOLS 300 MILLION. LOCAL AND AMERICAN 
BANKERS (BANKERS TRUST AND COMMERCE UNION BANK FOR 
EXAMPLE) BELIEVE THIS DEBT LEVEL EASILY SUSTAINABLE WITH 
GABON'S HIGH AND INCREASING EXPORT EARNINGS, ESPECIALLY 
FROM PETROLEUM. 1973 TRADE BALANCE WAS HEALTHY DOLS 67.5 
MILLION. 

4. OIL PRODUCTION: 1973 CRUDE OIL PRODUCTION WILL REACH 
ESTIMATED 141,000 BARRELS/DAY (B/D) (7,120,000 METRIC 
TONS). CONSERVATIVE ESTIMATES PLACE 1975 OIL PRODUCTION 
AT 200,000 B/D (10,000,000 TONS). INDUSTRY SOURCES BELIEVE 
PRODUCTION COULD REACH 275.000B/D END OF 1974. 

5. GOG REVENUES: AS WELL AS INCREASING PRODUCTION GOG 
WILL BENEFIT FROM ESCALATION IN WORLD PRICES OF CRUDE. 

MINISTRY OF FINANCE STATES WITH OCTOBER 20 GABON 

CRUDE PRICE INCREASE TOTAL RECEIPTS TO GOG PER ONE MILLION 
TONS OF CRUDE WILL BE ON ORDER OF 1.6 BILLION FRANCS 
(DOLS 7.1 MILLION). THIS REPRESENTS A 60 PERCENT REPEAT 60 PERCENT 
INCREASE IN GOG REVENUES FROM OIL COMPARED TO PRE-OCTOBER 20 
INCOME. THIS REVENUE FIGURE CAN BE EXPECTED TO RISE AS 
GABON OIL PRICES FOLLOW WORLDWIDE TRENDS UPWARD. 

6. GOG BUDGET: ONLY PRELIMINARY FIGURES AVAILABLE FY 1974 
BUDGET. TOTAL BUDGET IS 47.8 BILLION CFA (DOLS 222 MILLION). 

THIS REPRESENTS AN INCREASE OF DOLS 51 MILLION OVER FY 1973 
BUDGET. IN 1974 BUDGET TOTAL GOVERNMENT RECEIPTS ARE 
SCHEDULED TO INCREASE BY DOLS 38.2 MILLION, A FIGURE FAR 
TOO CONSERVATIVE. TOTAL BUDGET ALLOCATES INCREASED 
PROPORTION OF FUNDS FOR DEVELOPMENT PROJECTS. FY 1974 
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BUDGET ALLOCATES 56 PERCENT FOR ORDINARY EXPENSES (COMPARED TO 
63 PERCENT IN FY 1973) AND 44 PERCENT FOR DEVELOPMENT OUTLAYS 
(COMPARED) TO 37 PERCENT IN FY 1973). 

7. RAILROAD REVENUES: A PROPER EVALUATION OF GOG DEBT 
SERVICING ABILITY SHOULD PLUG IN EXPECTED RAILROAD REVENUES 
FROM ADDITIONAL TIMBER TO BE TRANSPORTED. RAILROAD OFFICE 
(OCTRA) CASH FLOW CHART SUBMITTED TO FED AND STUDIED BY 
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AT LEAST ONE AMERICAN BANK BEFORE BANK SYNDICATED RECENT 
LOAN SHOWS THAT IN 1979, FIRST YEAR OF FREIGHT CARRYING, 

2.68 BILLION CFA OF ADDITIONAL REVENUE WILL BE GENERATED; 

IN 1980 - 2.93 BILLION; IN 1981 - 3.35 BILLION; IN 1982 - 

3.765 BILLION. THIS IS AN AVERAGE PROGRAMED PERCENTAGE 

INCREASE OF 1 1 PERCENT PLUS FOR THE FIRST THREE YEARS. 

8. WITH RAPIDLY INCREASING OIL REVENUES, NEW REVENUE 
PROJECTIONS FROM RAILROAD AFTER 1978 AND BUDGET EXHIBITING 
SOUND PRINCIPLE OF INCREASING PROPORTIONS FOR DEVELOPMENT 
WE BELIEVE GOG ON SOUND FINANCIAL BASE. 

9. DECLASSIFY UPON RECEIPT. 

MCKESSON 
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